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Howard J. Sherman* 


THE ECONOMICS OF PURE COMMUNISM** 


Marx? divides the post-capitalist era into two stages. The first 
stage is ‘socialism,’ in which there is public ownership of the means of 
production and payment of wages according to the amount produced by the 
worker. The second stage is ‘communism,’ in which there is still public 
ownership, but workers receive goods according to ‘need.’ Now there are as 
many interpretations of the word 'need' as there are of ‘communism.' One 
view of full communism is that of the utopian socialists. Bellamy, in 
Looking Backward,“ thinks of full communism as meaning equal wages for 
everyone. The equality of wages is, in his view, the way to achieve the 
minimum needs of all individuals. 


The Chinese view of communism, or at least the view presented by 
Chinese leaders in certain pronouncements within the most recent period, 
seems to say that 'need' should be decided by the state. Goods would be 
free, but rationed. There would also be a great deal of collective con- 
sumption--food, for example, would be prepared by the collective and eaten 
collectively. It is also implied that enormous abundance for individual 
consumers is not ‘communist.' 


The modern Soviet definition of communism? is quite different from the 
Bellamy view or the Chinese view. It visualizes neither equal wages nor 
rationing, but rather a complete absence of money, prices and wages. Under 
pure communism, free goods’ would be produced under public control and 
ownership, and consumed by everyone according to his desires. This last 
interpretation is accepted for the purpose of this article. 


The Problems and the Model 


Assume an economy with public ownership, central planning, and central 
commands to producers, but no wages and no prices. In this model of pure 
communism, three major problems are alleged to be unsolvable.° First, at 
zero price for all goods, demand would be infinite, since man's desires are 
infinite. Therefore, no supply could ever be enough to meet the demand. 
Second, at zero wages and with no penalty for indolence, labour, it is 
alleged, would lack sufficient incentive to work, since man is by nature 
lazy. Third, without rational prices there can be no optimal planning. 
Hence, communism would be very inefficient. 


Assuming contemporary attitudes to work, it may be admitted that the 


*This paper was presented at the West Coast URPE Conference and first 
appeared in Soviet Studies. 


*kI wish to thank Professors Peter Wiles and Gregory Grossman for many de- 
tailed improvements, but they have no responsibility for the final form or 
the conclusions. 
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first two objections are accurate enough to make full communism impossible. 
The utopian answer has always been that these attitudes will change, that 
man will be willing to work for the social good alone, and that desires 
may be voluntarily limited to some ‘reasonable’ finite amount. Obviously, 
if attitudes were to change in this way, the first two objections to full 
communism would vanish. But this is not a very interesting case. 


It would be interesting on the other hand to know whether partial 
communism is compatible with traditional worker and consumer attitudes. By 
partial communism I mean an economic system where 80-90% of all goods are 
free. It is claimed below that this system is workable and that it would 
achieve almost all the political and social advantages usually alleged in 
favour of full communism. 


The Problem of Abundance 


Socialists have always assumed a great increase in production under 
socialism as a prerequisite to communism. They assume efficient planning, 
increased education and research, no unemployment, no wasteful advertising, 
no monopoly misallocation, no military spending, and so forth. These argu- 
ments need not be evaluated here because it is important to examine the 
objections to communism on their own grounds. Certainly, fantastic pro- 
ductivity increases make the supply problem easier, but they would still 
not meet infinite demand. To be realistic, we should assume only the rate 
of growth of labour productivity currently found in the Soviet Union. 


In addition to the material achievement of very high labour produc- 
tivity, Soviet theorists assume changes in subjective behaviour both with 
respect to a) willingness to work with no economic goal, and b) willingness 
to avoid pure wasteful or conspicuous consumption. Both of these changes 
in economic behaviour are explored below. Here, however, it should only 
be noted that the Soviet leaders talk as if these changes in human nature 
could be achieved by propaganda alone. That is not credible in terms of 
any social science, and certainly not Marxism, which always emphasizes the 
primacy of the economic base. It is quite another thing to say that once 
there is a very high level of abundance, a large sector of free goods, and 
the reduction of labour hours to 4 or 5 a day, it may be possible to change 
‘human nature.' 


Assume extreme acquisitiveness on the commodity demand side and 
extreme indolence on the labour supply side. Are foreseeable advances in 
productivity sufficient to institute full communism? Suppose we begin 
with the Soviet economic model according to which public ownership is the 
only mode of ownership, most goods are sold for money, and wages are 
highly differentiated. Some percentage of Soviet goods (and services), 
such as health and education, is already free. The Soviet leaders claim 
that these free goods (and transfer payments in money) amount to more than 
25% of the real wage, but the true percentage is quite debatable. 


It must be emphasized that the economics of communism is the economics 
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of affluence. Thus, with its much larger material base, the United States 
could start with a much larger percentage of free goods ('skipping' social- 
ism to that degree). Conversely, China cannot immediately have a large 
free goods sector except by drastic rationing of those poods, with high 
prices and high taxes on the remaining goods. 


The argument here is that, whatever the present sector of free goods 
(and services) in the socialist countries, they could--if that is really 
desired by the political leadership--expand the free goods sector more 
rapidly than is usually admitted by most economists. Suppose a socialist 
economy in which there is public ownership of all enterprises. Suppose 
that initially 10% of all consumer goods are distributed free of charge. 
Suppose that its output of consumer goods doubles every 25 years. Suppose, 
finally, that this government (which could be the Soviet Union) decides to 
pursue a strict policy of no moncy tage increases, but uses the entire in- 
crease in productivity to increase the output, and so to reduce the prices, 
of selected consumer goods. Within a relativeJy short time, such an econo- 
my could have a very significant proportion of free consumption. 


Suppose that in 1975 the aggregate consumption of goods (and services) 
in that economy is, say, 100 billion (thousand million) dollars, and that 
the income is 90 billion dollars. Assume in that year 104 free consumption, 
or 10 billion dollars of free consumer goods. On the assumption of double 
the output of consumer goods in 25 years, this means 200 billion dollars of 
consumer goods at constant prices in the year 2000. Assuming no wage in- 
creases (where this is the only source of income), there is still only 90 
billion dollars’ income in the year 2000. But this leaves 110 billion 
dollars of consumer goods unsold, all of which may be distributed free. 
Thus, with no inflation or higher taxation, the percentage of free consumer 
goods could rise to 55% in that year. On the same assumptions, the free 
consumption sector would be 78% by the year 2025. Yet the economic assump- 
tions here (a 10% initial free goods sector, and twice as many consumer 
goods in 25 years) are very conservative for the Soviet Union.& Only the 
political assumptions (real willingness to hold down money incomes and in- 
crease free goods) are radical. 


To accomplish this economic transition gradually means to lower the 
prices of basic necessities slowly, while noting the reaction (the 
"elasticity') of demand to price changes. It is even possible to specify 
which goods should first be made free without causing economic disruption. 
One of the criteria must be a fairly inelastic demand, so that falling 
prices do not greatly increase demand. Another criterion is that the free 
products should not be good substitutes for those still on sale, otherwise 
the increase in demand for the free goods might be much greater than pre- 
dicted on the basis of their previous use. 


Luckily, these two criteria only exclude luxury goods, and admit on 
the whole all consumer necessities. Moreover, producer goods need not be 
considered in this respect because their prices do not directly affect con- 
sumer or worker behaviour or the distribution of income. Prices of 
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producer goods would, therefore, seem to have little to do with the founda- 
tion of a full communist economy; they could remain as centrally-set 
accounting prices or established by market competition, whichever is the 
more convenient. 


Economics and Psychology 


The communist dream and the arguments supporting the change from a 
socialist to a communist economy seem to be satisfied sufficiently by the 
provision of a free supply of basic consumer necessities. Free consumer 
necessities may be sufficient because the point of the change is to in- 
crease socialist consciousness and the feeling for social cooperation and 
to remove the ethos of competition. If all the basic necessities are free, 
and one need no longer work in order to earn a living, eventually there 
would be a large change in the basic attitudes towards work and consumption, 
regardless of whether wages were still paid for luxury goods. economy 
of 80% free goods would also mean (according to Soviet Marxists’) a very 
high degree of income equality, an equal distribution of economic (and 
political?) power, an end to political strife, freedom from economic con- 
straint on sex, an end to most economically motivated crimes, an end to 
purely economic motivations for racism, and most other non-economic advan- 
tages claimed for full communisn. 


With the retention of prices for luxury goods, however, a communist 
economy may be established without asking workers and managers to act as if 
their psychological attitudes had progressed far beyond the actual ‘human 
nature’ imposed by the current economic base. To hope that revolutionary 
propaganda and education alone can permanently (beyond a temporary enthusiasm 
following a successful revolution) provide a sufficient basis for a change 
in human nature is not Marxist but utopian socialist. In other words, 
neither workers nor managers will change their competitive, egotistic 
economic behaviour until the material and institutional conditions are 
changed.8 A socialist economy, in which payment for consumer necessities is 
required, reinforces and produces competitiveness in people every day--it 
is not a left-over from capitalism. 


At least one modern Marxist writer? acknowledges that under socialism, 
with differential wages and prices for consumer goods, acquisitiveness must 
remain: 


So long as the economy continues to be fundamentally 
a money economy, with the satisfaction of the bulk of 
people's needs depending on the number of currency tokens a 
person possesses, and so long as, under conditions of rela- 
tive shortage, rationing governs distribution, the struggle 
of all against all to appropriate a bigger proportion of 
these currency tokens will inevitably persist. 


Only when all consumer necessities have been free for some time under full 
Communism would any social scientist--Marxist or otherwise--expect that 
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human behaviour might begin to change. (Obviously, this does not imply 
that material progress alone can provide a sufficient basis for a change in 
human nature. This would be a very crude and inaccurate economic determi- 
nism.) 


Wiles?° maintains that it is impossible to have full communism without 
prices and without rationing. He maintains that one or the other is neces- 
sary. His argument may be correct with regard to the immediate introduction 
of 100% free goods. Yet, the point really is that--while keeping supply 
and demand in equilibrium--one could gradually eliminate prices and 
rationing for, say, 80% of goods in the foreseeable future. Demand would be 
limited by keeping aggregate wages constant, while labour would be 
allocated by the same differential wages as before. 


The Soviet leaders like to discuss the psychological conditioning that 
inclines people to make lesser, more ‘reasonable demands.’ We have already 
pointed out that consumer attitudes cannot be expected to change as a 
result of propaganda, but may change eventually as a result of changed con- 
ditions. If 80% of consumer goods are free, there may be some decrease in 
the desire to keep up with the Joneses and, generally, less conspicuous con- 
sumption. After all, conspicuous consumption is designed to impress others, 
and you cannot do that by consuming free goods. Moreover, once it is dis- 
covered that demands are filled, even the ordinary desire to save for a rainy 
day should disappear. Furthermore, purely wasteful use by delinquents 
should also disappear as a new generation takes such free goods for granted- 
especially if we begin with basic necessities. Even the anti-communist 
Wilest! admits that, given present attitudes towards work and consumption, 
the ‘rational" consumer of Western economics a) has physical limits on the 
food, clothing and shelter he can use, and b) wants leisure from consuming: 


It may be suggested that very low prices should be kept on basic 
necessities to prevent mischievous waste by children or teenagers. Low 
prices, however, may mean more administrative cost than revenue. For 
example, in the case of buses, removing fares altogether would lessen the 
work of bus drivers. Yet how many people will ride in buses just for fun-- 
if the reduction is gradual? After a product is free for some years, it 
is more likely to be taken for granted. In any case this is not a crucial 
point. 


Of course, another way to reduce demand is rationing, and some Chinese 
Maoist theory (as well as practice) has moved in this direction. No other 
Marxists have ever considered this a possibility under communism. Moreover 
historical experience shows that raioning is a last resort. It is un- 
pleasant and inefficient and a very poor means of allocation in any normal 
situation. ; ; 


If 80% of consumer goods are free, however, the other 20% might be 
distributed mainly by monetary means, but with physical rationing or a con- 
bination of physical and monetary rationiny in some small sectors. For 
example, even at a fairly high level of affluence, some expensive items like 
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trips to other stars might be rationed. At a lower level of affluence, one 
might allow everyone a certain amount of shelter, a certain type or quality 
of housing, a certain type or quality of clothing. Larger amounts would re- 
quire some kind of monetary payment. 


The Saving Ratio 


The upshot of the above discussion is that a wide area of purely con- 
munist distribution could be achieved in a practical way in the near future 
without an extraordinary rate of growth. In fact, there is no reason to 
expect a communist society to pursue growth in a feverish manner. For one 
thing, the rate of saving must inevitably be democratically decided in a 
communist society. The question must be decided by everyone, not by a few 
giant corporations or an elite bureaucracy, because dissatisfaction would 
easily reveal itself in the decision of individuals to do less work or no 
work--since basic sustenance is guaranteed. 


Moreover, in Galbraith's ‘affluent society," which full communisn must 
require as its minimum possible level, further advances become less urgent. 
One winter coat may be vital, two, less so. At a high level of consumption, 
and automation (assuming world peace), there may only be temporary and 
specialized reasons for further growth--at least in the view of the vast 
majority of economic units who will make the decision. Furthermore, we can 
assume that cultural advance and family planning will tend to produce a 
stable population. Moreover, as artistic sensitivity increases, and as the 
current commercialization of culture is finally eliminated by institutional 
change, we may expect a stronger desire for leisure time than for material 
goods. - 


Little growth and little net investment--shades of the classical 
economist's ‘stationary state’! But there is a difference. We are not en- 
visaging an end to technical progress. On the contrary, another reason for 
assuming a tapering off of net investment is just this tendency towards 
wide-scale innovations of a capital-saving nature. 


The Incentive Problem 


The classical attack on full communism is that, if all goods are free, 
there is insufficient incentive to work. Suppose, however, that there is a 
gradual change, with only a half per cent of consumer goods per year passing 
from the monetary to the free goods sector. It seems unlikely that at some 
point the ordinary worker would suddenly stop working. It may still be 
argued that he will gradually reduce his effort. Given continued social 
encouragement for the ownership of luxury goods, however, the argument about 

_'infinite desires’ suggests a continued incentive to work in spite of the 
growing free goods sector. Even at an 80% free goods level, differentiated 
wages (which could be used to buy remaining luxury goods) should be a more 
than sufficient incentive.- 


Soviet Marxists emphasize that the attainment of full communism implies 
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that certain difficult preconditions have been met: 1) a very high level 
of production per man hour, so that each worker needs to work only a few 
hours a day; 2) an attitude towards work such that each worker will posi- 
tively enjoy working those few hours; and 3) some degree of elimination of 
differences in outlook towards and in the nature of urban and farm jobs as 
well as manual and intellectual jobs, so that there will be a sufficient 
number of volunteers for farm and manual labour. If automation continues 
at a rapid pace, and the first goal is only a gradual approach to 80% com- 
munism, then these utopian-sounding prerequisites can be sufficiently met 
within the foreseeable future. Hours of labour have declined astoundingly 
in the last hundred years. Moreover, if past trends continued, even in the 
USA, then the usual number of working years could fall within a few decades 
from the present 40-50 years to as little as 15-20 years.12 


The trend towards automation makes it likely that an ever larger part 
of the population will devote itself to advanced scientific and creative 
work. In that case, we can assume that there would be much greater willing- 
ness to work for the good of society. Once assured a basic minimum wage, 
most scientists today would probably work more for the joy of what they are 
doing than for any amount of income. The same would certainly be true of 
artists, even today. Thus, although everyone may be guaranteed a minimum 
standard of living, most people would probably continue to do quite a bit 
of productive labour. This would be especially true if there were a vast 
amount of leisure time. Even today, there is certainly some question about 
‘how much leisure time one really wants, what one can do with it, and how 
much time one can simply fritter away. It seems much more likely that one 
would want to begin to do something constructive even if there were no con- 
straint to do so. 


Certainly, then, given only 80% communism, with differentiated wages 
and prices on luxury goods, rewards would be offered to workers, managers, 
or scientists who invented or applied new industrial processes. Further- 
more, since we are greatly increasing the amount of leisure time, one would 
assume that this factor plus the increase in scientific education should 
assure a great deal more research than ever before. Moreover, the barriers 
to the use of innovations that have arisen from rigid central direction in 
the Soviet economy, that is, the unwillingness of managers to take risks 
which might result in a short-run decline of their bonuses, should be re- 
duced when managers have much less to fear from demotion or bonus reduction. 


There is, nevertheless, the problem of incentives for the reluctant 
worker. Suppose that there is some significant percentage of workers with 
such inclinations that they are simply unwilling to do any work whatsoever, 
when they are provided with all the basic necessities of life free of 
charge. Should there be a reward and punishment system for such workers? 
If someone simply says: "I will not go to work for the society," then cer- 
tainly some social and economic pressure could be brought to bear. In the 
first place one would assume that in such a society there would be a great 
deal of social pressure by friends, neighbours and relatives to do some 
amount of work. After all, we are only talking here about three or four 
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It is easy to conceive of other punishments and rewards. In purely 
economic terms, the individual refusing to do any work will not receive 
wages. Therefore, he will not be able to buy any of the remaining 20% of 
consumer goods (mainly luxury goods). Presumably, that will be a goal for 
the average worker, even assuming present-day attitudes to work and con- 
sumption. More extreme economic or even criminal penalties--such as those 
that Soviet authorities sometimes imply--violate the basic goals of a com- 
munist society. Nor are these penalties of great use to society. The fact 
is that those workers who would be so unwilling to give the minimum amount 
of labour (such as two hours a day) would probably be of such poor quality 
that society would miss very little by not having their work. 


Optimal Planning without Prices 


Assume that a very wide range of consumer goods, say 80%, are free; 
they have no prices (or their price is zero). Assume also that there is 
public ownership, and that wages are still paid according to the amount of 
work done. The wages can only be used to buy the remaining 20% of consumer 
goods (mostly luxury goods). If 80% of consumer goods have no prices, can 
there be any optimal planning? 


Suppose in the first case that there is central planning. For the 
remaining consumer goods with prices as well as for producer goods, the 
situation has not changed from the situation obtaining under planned 
socialism. For producer goods, with no market the planners must simply 
gather information on the three things needed for the usual optimal pro- 
gramming: first, marginal preferences for the outputs; second, all the 
alternative technologies (as sets of input-output coefficients); and third, 
the available resources. With these data, optimal programming can find the 
output combinations and technologies producing the maximum output. They 
can also then solve the dual programming problem to find shadow prices. 

The shadow prices are prices set in accordance with the planned optimal 
outputs; they are used in this model solely within the planning organs for 
accounting and planning purposes only; and there are still no prices and 
no money used in the exchange process. 


For priced consumer goods (luxury goods) there is still a market with 
consumer choice. Since, however, the supply is set by a government mono- 
poly, the prices in the market only make short-run supply and demand equal. 
They are not long-run rational prices, that is, they do not directly tell 
us the degree of long-run scarcity of resources or the consumer preferences 
at equilibrium prices. The planners could get an indication of preferences 
if they know that the current prices are above or below long-run equilibrium 
prices. In any event, they could use resources where the rate of profit is 
highest. Such planning, however, is still very complex, and the current 
prices give only the smallest part of the data. Calculating the long-run 
equilibrium prices or costs is a very difficult problem in this case, for 
which a great mass of information is needed. Hence, under planned 
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gocialism (even with a consumer goods market), it may be easier to collect 
the direct information about demands, technologies and resources, so that 
planners can calculate maximum outputs or minimum costs. 


In the free goods sector, it is still perfectly possible to collect the 
necessary information and to make the necessary calculations for minimizing 
costs by choosing proper technologies. In fact, to minimize costs the 
planners need only three types of information. First is fixed output tar- 
gets, which are set in this model at those amounts necessary to meet the 
demand at zero price. The planners need only allow for slight changes in 
population and tastes each year. Second, there are the possibilities of 
technology, which are given by engineers as usual. Third, there are the 
costs of the resources. These are given roughly by the continued dif- 
ferentiated wages of current labour and by the shadow prices of producer 
goods (already calculated). 


Market (Decentralized) Communism and Optimal Choice 


Is not 'market communism’ a contradiction in terms? Certainly, full 
communism implies no wages and no prices, no competitive markets for any 
type of commodity or for labour. Even 80% communism implies that there is 
a zero price and no market for 80% of all consumer goods. It must be enm- 
phasized, however, that ‘decentralized communism'--with the continued use 
of a market for luxury goods and all producer goods--is no contradiction. 


The combination of decentralization and 80% communism should be highly 
attractive to Marxist socialists.13 on the one side, decentralized 
decision-making concerning output combinations and the technologies means 
continued efficiency and incentives to optimize (with bonuses based on profit 
maximization). On the other side, the continued existence of wages and 
prices for some luxury goods does not prevent the advantages seen in the 
communist dream. Surely, if 80% of all consumer goods are free, a very non- 
commercially oriented political, social, and psychological behaviour would 
emerge. 


If such a combination is possible, the present objection to market 
socialism in East Europe disappears. The opponents of market socialism ad- 
mit that it may lead to greater efficiency, but they claim that the greater 
(or more rational) use of material incentives will postpone communism for- 
ever. If it is possible to keep decentralization and some material incen- 
tives while increasing the area of free goods, the objection may be overcome. 
In other words, the remaining wages and prices would simply become less and 
less important as supply became gradually free. Under these conditions 
wages and material incentives might not need to be legislated out of exis- 
tence, but might simply 'wither away’ (sc that money and the market are 
first limited to the luxury sector, and are then allowed to die a very slow, 
natural death). This seems not only preferable, but the only practical way, 
since we must otherwise believe that acquisitive psychology disappears 
before a long period of abundant free goods begins. 
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The question is, however, how can a manager make decentralized optimal 
decisions if there is no market price on his output? Suppose that managers 
are given the rule to maximize profit, and are told to set outputs and 
technologies on that basis. Suppose also that the manager receives a bonus 
according to the enterprise rate of profit, and gives bonuses to the work- 
ers on that basis or other appropriate criteria. The wages and bonuses are 
used to buy luxury goods (say, 20% of all goods). Furthermore, producer 
goods continue to be sold for money. Thus, in the sectors of luxury goods 
and producer goods, prices can continue to be set by competition in the 
market--as under market socialism. 


This still leaves difficult questions for the sector in which consumer 
goods are given away free. How do firms plan rationally in that sector? 
Where do firms get the money to pay for labour and for producer goods in 
that sector? The best answer is that the central government pays the firm 
a price per unit, and gives away the goods through local outlets. This 
system allows the consumer goods firm to have the money to pay for the 
labour and the producer goods they need in the market. Before proceeding 
to the theory of such government price setting, we may note its present 
application to the armaments industry. In the huge armaments sector the 
US government, like the Yugoslav or Soviet governments, pay firms a price 
determined outside the market mechanism and disposes of the product outside 
the market mechanism. 


What price should the government pay to the firms? Clearly, to avoid 
subsidies, the price must at least cover the wages and producer goods costs 
paid out by the firm. In the aggregate this also means that the revenue of 
the firms in the free goods sector (determined by government) helps to set 
a limit to wages. The government will still require some further wage con- 
trols to ensure that the aggregate wages are just sufficient to buy the 
(priced) luxury goods so that no inflation is permitted in that sector. 


In order to encourage the firm (in the free goods sector) to optimize 
in the appropriate fashion, the government price paid should be the sum of 
‘cost’ plus a ‘normal profit.' Since the labour and producer goods are 
priced in the market, the government can simply use actual costs at going 
prices. The ‘normal profit’ should be fixed so that it is equal to the 
social rate of interest. The social rate of interest is that rate at which 
the government loans capital, so that the government supply of capital and 
firms’ demand for capital are equal. Since the firm then has a ‘price’ for 
its goods, it can maximize profit in the usual way. 


Full Communism 


Finally, the assumptions of the model may be loosened somewhat. 
Suppose that all consumer goods are given away free by the central govern- 
ment and that no wages are paid. Suppose that the problems of limiting 
demand to a ‘reasonable’ amount and obtaining incentive for some minimum 
hours of labour are solved by (gradual) changes in attitudes to work. Then, 
for purposes of optimization, the system could operate with not too many 
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changes. 


Producer goods would still be bought and sold in a market. Managers 
would still be instructed to maximize profits (and they follow instructions 
since incentive problems are assumed away). In consumer goods all firms 
would receive a price from the central government for delivery of goods to 
specification. The price paid by the central government would include the 
actual market cost of all producer goods. It would no longer include 
actual wages because no wages would be paid. But it would still include a 
shadow price for capital (the average rate of profit), and would now also 
include a shadow price for each kind of labour (a ‘wage’ equal to the mar- 
ginal product of labour derived from an optimal plan). In turn, all firms 
would pay the government for labour--as a socially provided good—at those 
same wage levels. 


Conclusion 


The economic arguments against communism were examined and found 
wanting. An economy of 70% or 80% free consumer goods seems possible--with 
little or no loss in performance--in an easily foreseeable future. A 
gradual increase of the free goods sector, with careful attention to elas- 
ticities of demand, should make it possible to maintain equilibrium of 
supply and demand for all products, assuming present rates of productivity 
increase in the USA or USSR. Second, a gradual increase of free goods com- 
bined with continued wages to pay for the remaining priced (luxury) goods 
should present few new incentive problems. Third, with the use of account- 
ing prices for free goods (derived from optimal programming processes), 
optimal planning can continue to function as well as under socialism. More- 
over, the planning can be centralized or decentralized as preferred, 

, assuming the accounting prices are given to the managers as parameters. 
Finally, if economic performance is at least as good as in socialism, most 
of the arguments in favour of communism are non-economic--but these are 
beyond the scope of this article. 


University of California, Riverside; Department of Economics. 
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